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2SECURITIES AND EXCHANGE COMMISSION
The SEC's Seventh Annual Government-Business Forum on Small Business Capital Formation
is scheduled for 9/26-27/88 in Washington. D.C. The general topic of this year's 
Forum will be debt financing. The SEC said the purpose of the Forum is to enable 
representatives of government and business to "discuss current problems and 
programs relating to small business capital formation." Forum participants also 
make recommendations for action by both the executive and legislative branches of 
the Federal government to help solve such problems. Subjects to be discussed at 
the Forum include the following: 1) Problems of Start-Up Companies in Raising 
Capital As a Result of the Market Break of October 1987; 2) Innovative and 
Traditional Bank Products Designed to Provide Capital to Small Businesses; 3) The 
Effect of Changes in the Size and Ownership of Banks and Financial Institutions on 
the Ability of Small Businesses to Secure Debt Financing; and 4) Trends in Capital 
Markets: Sources and Methods of Debt Financing for Small Businesses in the 
Future. The Forum was mandated by the Small Business Investment Incentive Act of 
1980.
TREASURY, DEPARTMENT OF
The allocation and apportionment of interest expense and certain other expenses for
purposes of the foreign tax credit rules and certain other international tax
provisions are the subject of temporary and proposed regulations issued recently 
by the IRS (see the 9/14/88 Fed. Reg., pp. 35467-507 and pp. 35524-26). The 
regulations provide the public with guidance necessary to comply with the Tax 
Reform Act of 1986, the IRS said. The regulations are effective for taxable years 
beginning after 12/31/86 and, in general, apply to the allocation and 
apportionment of interest expense and certain other expenses for taxable years 
beginning after 12/31/86. Comments and requests for a public hearing must be 
delivered or mailed before 12/13/88 to the Commissioner of Internal Revenue, 
(ATTN: CC:LR:T, INTL-952-86), Washington, D.C. 20224. For further information
after reading the temporary and proposed regulations, contact David Merrick at the 
IRS at 202/566-6276 regarding the allocation and apportionment of interest expense 
or Carl Cooper at 202/634-5406 regarding the allocation and apportionment of other 
expenses.
The eligibility of certain affiliated groups to continue to file consolidated tax
returns is the subject of IRS Notice 88-107. Regulations will be promulgated that 
will allow a new affiliated group that is created as the result of section 1012 of 
the Tax Reform Act of 1986 to elect to be treated as the continuation of the old 
consolidated group. Section 1012 of the 1986 act removed the tax exempt status of 
certain organizations described in section 833(c) of the Internal Revenue Code. 
As a result, the IRS said, such organizations have become includible corporations 
under section 1504(b) of the Code. The IRS explained that, under the regulations 
it will issue, an election to treat the old group as remaining in existence 
despite the addition of the section 833 organization as the new common parent will 
be deemed to have been made if a consolidated return consistent with that 
treatment is filed for the first taxable year in which the section 833 
organization is an includible corporation. However, the IRS said there will be a 
procedure for filing amended returns for affiliated groups that filed returns 
inconsistent with treating the old group as remaining in existence prior to 
9/14/88. Detailed guidance regarding the consequences of such an election will be 
provided in the regulations, along with the procedure for revoking elections made 
prior to publication of the regulations. Notice 88-107 is scheduled to be 
published in Internal Revenue Bulletin 1988-40, dated 10/3/88. For further 
information after reading the Notice, contact Patricia W. Pellervo at the IRS at 
202/566-3458.
3TREASURY, DEPARTMENT OF
Final regulations that authorize the waiver of employment tax return filing
requirements in the case of certain no liability tax returns were issued by the 
IRS (see the 9/15/88 Fed. Reg. . pp. 35810-35811). The Service said the waiver is 
being authorized "because it was determined that such a waiver would result in a 
saving of resources" for both affected employers and the IRS. The instructions to 
Form 941 will be revised to prospectively allow certain seasonal and intermittent 
employers not to file Form 941 for quarters in which they pay no wages. The 
regulations are effective 9/15/88. However, no change in filing requirements will 
occur until revised instructions to Form 941 have been issued, the IRS said. For 
further information after reading the regulations, contact Joel S. Rutstein at the 
IRS at 202/566-3297.
Helen L. White, CPA, has been appointed director of IRS' human resources division, the
IRS announced. In this position, Ms. White is responsible for analyzing human 
resource issues, such as employee recruitment and retention, which have an impact 
on IRS operations, the Service said. Prior to her most recent appointment, Ms. 
White served as the assistant director of the Pittsburgh District. She has also 
served as chief of an examination branch in New York, as the assistant chief of 
the examination division in the Manhattan District Office and as chief of the 
employee plans and exempt organizations division in Atlanta.
William A. Goss, CPA, has been appointed regional counsel for the Southeast Region.
the IRS announced. As regional counsel, Mr. Goss is the principal legal adviser 
to the regional commissioner, the regional inspector, the service center director, 
and the district directors and their staffs, the IRS said. He directs the legal 
and appeals process within the region, which includes GA, AL, NC, FL, SC, LA, MS, 
TN, and AR. Mr. Goss has also served as a branch chief and director of the 
criminal tax division in Washington. Prior to his most recent appointment, Mr. 
Goss was district counsel in Denver.
THE WHITE HOUSE
Mary L. Schapiro has been nominated to be a member of the Securities and Exchange
Commission by President Reagan for the remainder of the term expiring 6/5/89. She 
would succeed Aulana L. Peters. Since 1984, Ms. Schapiro has been general counsel 
and vice president of the Futures Industry Association in Washington, D.C. From 
1981-1984 she served as counsel and executive assistant to the chairman of the 
Commodity Futures Trading Commission, and as a trial attorney from 1980-81. Ms. 
Schapiro's nomination must be confirmed by the U.S. Senate; confirmation hearings 
have not yet been scheduled.
SPECIAL: AICPA TESTIFIES BEFORE THE HOUSE BANKING COMMITTEE CONCERNING FSLIC NOTES
The accounting for notes issued by the Federal Savings and Loan Insurance Corporation
(FSLIC) was the subject of testimony presented to the House Banking, Finance, and 
Urban Affairs Committee by Walter Schuetze, chairman of the Accounting Standards 
Executive Committee of the AICPA, on 9/15/88. Mr. Schuetze was accompanied by 
Douglas J. McEachern, chairman of the AICPA's Savings and Loan Associations 
Committee. Mr. Schuetze expressed serious concerns about the ability of the FSLIC 
to provide the financial assistance to which it is committed under agreements with 
insured institutions. In addressing those concerns, Mr. Schuetze cited 1987 AICPA 
Practice Bulletin No. 3, "Prepayments into the Secondary Reserve of the FSLIC and 
Contingencies Related to Other Obligations of the FSLIC." The practice bulletin 
states, according to Mr. Schuetze, that notes receivable and other assets 
involving obligations of the FSLIC to institutions under the assistance agreements
4should be evaluated for the likelihood of loss in accordance with FASB Statement 
No. 5, "Accounting for Contingencies." While the FSLIC continues to meet its 
obligations under these agreements, Mr. Schuetze stated, "The uncertainties as to 
the financial condition of the FSLIC lead to a conclusion that a loss is 
reasonably possible." Mr. Schuetze testified that Federal Home Loan Bank Board 
member Lawerence White has requested that the AICPA Savings and Loan Associations 
Committee review the continuing applicability of the guidance in Practice Bulletin 
No. 3, arguing that it is "no longer appropriate" and that it should be rescinded. 
The AICPA carefully considered the issues raised by Mr. White, and after examining 
a recent GAO report concerning the financial condition of FSLIC, the AICPA decided 
not to withdraw or modify the guidance in Practice Bulletin No. 3, according to 
Mr. Schuetze. The AICPA "continue[s] to believe that insured institutions and 
other entities receiving material assistance under agreements entered into with 
FSLIC should disclose in their financial statements the existence of a loss 
contingency associated with those agreements," Mr. Schuetze said. He concluded 
his testimony by addressing the Federal Home Loan Bank Board’s request to Congress 
to adopt a resolution stating that all promissory notes issued by the FSLIC are 
backed by the "full faith and credit' of the United States. Mr. Schuetze stated 
that the following conditions would have to be met to remove the uncertainties as 
to whether a loss is reasonably possible: First, "any 'full faith and credit' 
guarantee would have to back both the promissory notes and other assets involving 
FSLIC obligations, including any guarantees for Federal Home Loan Bank 
advances... Secondly, such guarantees would have to apply to commitments under all 
existing and future agreements entered into by the FSLIC. Limiting the 'full 
faith and credit' guarantees to either notes or to specified dollar amounts would 
not remove the uncertainties. Thirdly, the 'full faith and credit' guarantee 
would have to be legally comparable and risk-free as are U.S. Treasury 
securities." Frederick Wolf, director of the Accounting and Financial Management 
Division of the General Accounting Office, and Bert Ely, president of Ely & 
Company, also testified at the hearing.
SPECIAL: HEARING ON LONG-TERM HEALTH CARE SCHEDULED BY WAYS AND MEANS SUBCOMMITTEE
Long-term care for Medicare elderly and disabled beneficiaries will be the subject of
a 9/26/88 hearing by the House Ways and Means Subcommittee on Health, the
subcommittee announced. The hearing is scheduled to begin at 2:00 p.m. in Room 
1100 of the Longworth House Office Building. Oral testimony will be heard from 
invited witnesses only. However, written comments will be accepted until 10/21/88 
for inclusion in the printed record of the hearing. For further information about 
the hearing or submitting written comments, contact the House Ways and Means 
Subcommittee on Health at 202/225-7785.
SPECIAL: SENATE JUDICIARY COMMITTEE APPROVES LEGISLATION REQUIRING INDEPENDENT AUDITS OF
FEDERAL REFUGEE RESETTLEMENT FUNDS
Independent accountants, rather than the U.S. General Accounting Office (GAO), would
be authorized to audit voluntary agencies' use of Federal refugee resettlement
funds under the provisions of S. 2605, the Refugee Resettlement Extension Act of 
1988. The legislation requires voluntary agencies to include an independent audit 
in their annual reports, in accordance with generally accepted government auditing 
standards, attesting to the following: 1) That the Federal funds provided under 
the grant or contract are accounted for; 2) That such funds have been expended in 
accordance with the terms of the grant or contract; 3) To administrative and 
service costs incurred by the agency; and 4) To the amount of funds not expended. 
Sen. Edward M. Kennedy (D-MA), the sponsor of S. 2605, said the change was 
suggested by the GAO. S. 2605 is pending on the Senate calendar awaiting 
consideration by the full Senate.
5SPECIAL: PRINTED RECORD AVAILABLE OF ZZZZ BEST HEARINGS BY DINGELL OVERSIGHT SUBCOMMITTEE
The printed record of the House Energy and Commerce Oversight and Investigations
Subcommittee's hearings on the failure of ZZZZ Best Co. is now available from the 
Government Printing Office. The hearings, chaired by Rep. John Dingell (D-MI), 
were held on 1/27/88 and 2/1/88 (see the 2/1/88 and 2/8/88 Wash. Rpts.). The 
hearings continued the subcommittee's oversight of the accounting profession and 
the role of the independent auditor in detecting fraud. Copies of the hearing 
record are available at a cost of $6.00 (GPO Stock No. 552-070-04541-4) by writing 
to the Superintendent of Documents, Government Printing Office, Congressional 
Sales Office, Washington, D.C. 20402-9315. For further information, please 
contact the Government Printing Office at 202/275-3030.
6For further information contact Shirley Twillman at 202/737-6600
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